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Audit Date Date Accountant Report Submitted to State:

Michigan Deptartment of Treasury
496 (2-04)

Auditing Procedures Report
Issued under P.A. 2 of 1968, as amended.

City             Township           Village           Other

We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for 
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

Certain component units/funds/agencies of the local unit are excluded from the financial  statements.

There are accumulated deficits in one or more of this unit's unreserved fund balances/retained earnings (P.A.
275 of 1980).

There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of 1968, as
amended).

The local unit has violated the conditions of either an order issued under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

The local unit holds deposits/investments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended [MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38.1132]).

The local unit has been delinquent in distributing tax revenues that were collected for another  taxing unit.

The local unit has violated the Constitutional requirement (Article 9, Section 24) to fund current year earned
pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding
credits are more than the normal cost requirement, no contributions are due (paid during the year).

The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.95).

We affirm that:

We have complied with the Bulletin for the Audits of Local Units of Government in Michigan as revised.

We are certified public accountants registered to practice in Michigan.
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We further affirm the following. "Yes" responses have been disclosed in the financial statements, including the notes, or in the report of 
comments and recommendations
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HOWELL AREA FIRE AUTHORITY 
STATEMENT OF NET ASSETS 

JUNE 30, 2004 
 

 
 
 
 

ASSETS
      
CURRENT ASSETS      
 Cash and cash equivalents $ 551,220    
 Accounts receivable  4,270    
 Prepaid expenses  42,439    
 Capital assets      
   Equipment, net of accumulated depreciation  1,153,760    
      
  Total current assets    $ 1,751,689 
      
      

LIABILITIES AND NET ASSETS
LIABILITIES      
 Account payable $ 7,980    
 Accrued wages  19,674    
 Accrued vacation and sick  14,175    
      
  Total liabilities     41,829 
      
NET ASSETS      
 Invested in capital assets  1,153,760    
 Unrestricted  556,100    
      
  Total net assets    $ 1,709,860 
      
        
      
      
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes to the basic financial statements 
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HOWELL AREA FIRE AUTHORITY 
STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
 
         PROGRAM REVENUES             Net 
     Charges for    Operating       Capital             Governmental 
    Expenses      Services       Grants  Contributions     Activities  
 
Governmental 
 activities: 
   Fire protection $ 1,757,451 $ 298,063 $ 154,755 $ 475,520 $ (829,113) 
 
 
   General revenues: 
     Taxes, levied for general purpose    1,462,828 
     Interest income      5,539 
      Donations       6,675 
     Other income      992
 
         Total general revenues     1,476,034
 
         Change in net assets     646,921 
 
   Net assets at beginning of year     1,062,939
 
   Net assets at end of year    $ 1,709,860 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes to the basic financial statements. 
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HOWELL AREA FIRE AUTHORITY 
BALANCE SHEET 

JUNE 30, 2004 
 

 
 
 
 

ASSETS 
      
CURRENT ASSETS      
 Cash  $ 551,220    
 Accounts receivable  4,270    
 Prepaid expenses  42,439    
      
  Total current assets    $ 597,929 
      
      

LIABILITIES AND FUND EQUITY  
LIABILITIES      
 Account payable $ 7,980    
 Accrued wages  19,674    
 Accrued vacation and sick  14,175    
      
  Total liabilities    $ 41,829 
      
FUND EQUITY      
 Fund balance      
   Designated  16,745    
   Undesignated  539,355    
      
  Total fund equity     556,100 
      
  Total liabilities and fund equity    $ 597,929 
      
      
Amounts reported for governmental activities in the statement of net assets are different because: 
 
      
Fund balance - Governmental Fund    $ 556,100 
      
Capital assets used in governmental activities      
  are not current financial resources and therefore      
  are not reported in the balance sheet     1,153,760 
      
  Net assets of governmental activities    $ 1,709,860 
       
 
See accompanying notes to the basic financial statements. 
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HOWELL AREA FIRE AUTHORITY 
GENERAL FUND 

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE 
FOR THE YEAR JUNE 30, 2004 

 
 
REVENUES   
 Property taxes   $ 1,462,828 
 Howell Township contributions    90,050 
 Marion Township contributions    74,747 
 Brighton Area Fire Authority - contract    274,416 
 Oceola Township contributions    79,728 
 Cohoctah Township contributions    21,709 
 Deerfield Township - contract    23,647 
 City of Howell contributions    209,286 
 Grant - federal    154,755 
 Interest income    5,539 
 Miscellaneous revenue    992 
 Donations    6,675 
   
  Total revenues    2,404,372 
   
EXPENDITURES   
 City of Howell - Station #2    1,873,199 
 City of Howell - Marion Street Station #21    17,625 
 Oceola - Station #22    32,694 
 Marion - Station #23    22,356 
 Cohoctah - Station #24    20,841 
 Genoa Township Station    8,588 
   
  Total expenditures    1,975,303 
   
  Excess of revenues over expenditures    429,069 
   
FUND BALANCE, JULY 1, 2003    127,031 
   
FUND BALANCE, JUNE 30, 2004   $ 556,100 
   
Amounts reported for governmental activities in the statement of activities 
  are different due to: 

 ` 

 Revenues over expenditures for governmental activities  $ 429,069 
   
 The acquisition of capital assets are reported in the governmental 
   funds as expenditures.  However, for governmental activities those 
   costs are shown as capital assets in the statement of net assets and 
   allocated over their estimated useful lives as annual depreciation expense 
   in the statement of activities.  This is the amount by which capital asset  
   purchases exceeded depreciation expense in the current period: 

  
 
 
 
 
  

       Purchases    391,191 
       Depreciation    (173,339) 
   
  Change in net assets of governmental activities   $ 646,921 
   
See accompanying notes to the basic financial statements 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004  
 
 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A.  REPORTING ENTITY 
 

The Howell Area Fire Authority was organized under Public Act No. 57, of the Public Acts of 1988, as 
amended in December of 2001.  The Authority approved a fiscal year-end date of June 30.  The purpose 
of the Authority is to provide fire protection and other emergency health and safety services.  The 
governing board of the Authority is made up of six board members.  Five of those board members come 
from the following incorporating municipalities: 
 

• City of Howell 
• Cohoctah Township 
• Marion Township 
• Oceola Township 
• Howell Township 

 
The sixth board member comes from Genoa Township which is not an incorporating municipality.  A 
portion of Genoa Township is served by the Howell Area Fire Authority (Genoa Township is an 
incorporating municipality of the Brighton Area Fire Authority which contracts with the Howell Area Fire 
Authority).  Each board member is selected by its respective municipality board of trustees. 
 
The six board members appoint its own officers as well as select two additional non-voting members for 
the positions of assistant treasurer and assistant secretary. 
 
In accordance with generally accepted accounting principles and Governmental Accounting Standards 
Board (GASB) Statement No. 39  “The Financial Reporting Entity”, these financial statements present all 
activities of the Authority.  There are no component units of the Authority using the criteria established by 
the GASB for determining the reporting entity. 
 

B. BASIC FINANCIAL STATEMENTS 
 
In accordance with GASB Statement No. 34 - Basic Financial Statements and Management’s Discussion 
and Analysis for State and Local Governments, the basic financial statements include both government-
wide and fund financial statements. 
 
The government-wide financial statements (Statement of net Assets and Statement of Activities) report on 
the Authority as a whole.  All activities are reported in the government-wide financial statements using the 
economic resources measurement focus and the accrual basis of accounting, which includes long-term 
assets and receivables as well as long-term debt and obligations.  The government-wide financial 
statements focus more on the sustainability of the Authority as an entity and the change in aggregate 
financial position resulting from the activities of the fiscal period. 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 

 
The government-wide Statement of Net Assets reports all financial and capital resources of the Authority.  
It is displayed in a format of assets less liabilities equals net assets, with the assets and liabilities shown in 
order of their relative liquidity. 
 
The government-wide Statement of Activities demonstrates the degree to which both direct and indirect 
expenses of the various functions and programs of the City are offset by program revenues.  Direct 
expenses are those that are clearly identifiable with a specific function or identifiable activity.  Indirect 
expenses for administrative overhead are allocated among the functions and activities using a full cost 
allocation approach and are presented separately to enhance comparability of direct expenses between 
governments that allocate direct expenses and those that do not.  Program revenues include:  1) charges 
to customers or users who purchase, use or directly benefit from goods, services or privileges provided by 
a particular function or program and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular program.  Taxes, unrestricted investment income and 
other revenues not identifiable with particular functions or programs are included as general revenues.  
The general revenues support the net costs of the functions and programs not covered by program 
revenues. 
 
Also, included as part of the basic financial statements are fund financial statements for governmental 
funds even though the latter are excluded from the government-wide financial statements.    

 
C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 
 
 The governmental fund financial statements are prepared on a current financial resources measurement 

focus and modified accrual basis of accounting.  To conform to the modified accrual basis of accounting, 
certain modifications must be made to the accrual method.  These modifications are outlined below: 

 
1. Revenue is recorded when it becomes both measurable and available (received within 60 days after 

year-end).  Revenue considered susceptible to accrual includes:  property taxes, sales and use 
taxes, transient occupancy taxes, licenses, fees and permits, intergovernmental revenues (including 
motor vehicle license fees), charges for services, fines, forfeits and penalties, and interest. 

 
2. Expenditures are recorded when the related fund liability is incurred.  Principal and interest on 

general long-term debt are recorded as fund liabilities when due or when amounts have been 
accumulated in the debt service fund for payments to be made early in the following year. 

 
3. Disbursement for the purchase of capital assets providing future benefits are considered 

expenditures.  Any bond proceeds are reported as another financing source. 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 

With this measurement focus, operating statements present increases and decreases in net current 
assets and unreserved fund balance as a measure of available spendable resources. 
 
This is the traditional basis of accounting for governmental funds and also is the manner in which these 
funds are normally budgeted.  This presentation is deemed most appropriate to:  1) demonstrate legal 
and covenant compliance, 2) demonstrate the sources and uses of liquid resources, and 3) demonstrate 
how the City’s actual revenues and expenditures conform to the annual budget.  Since the 
governmental funds financial statements are presented on a different basis than the governmental 
activities column of the government-wide financial statements, a reconciliation is provided immediately 
following each fund statement.  These reconciliations briefly explain the adjustments necessary to 
transform the fund financial statements into the governmental activities column of the government-wide 
financial statements. 
 

D. CAPITAL ASSETS 
 
 Under GASB Statement No. 34, all capital assets are recorded and depreciated in the government-wide 

financial statements.  No long-term capital assets or depreciation are shown in the governmental funds 
financial statements. 

 
 Capital assets are defined as assets with an initial, individual cost of more than $5,000 and an estimated 

useful life greater than one year.  Capital assets are recorded at cost or estimated historical cost if 
purchased or constructed.  Donated capital assets are recorded at the estimated fair market value at the 
date of donation. 

 
 The costs of normal maintenance and repairs that do not add to the value of the asset or materially 

extend assets lives are not capitalized.  Major improvements are capitalized and depreciated over the 
remaining useful lives of the related capital assets. 

 
E. MANAGEMENT ESTIMATES 
 
 The preparation of financial statements in conformity with generally accepted accounting principles 

requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures.  Accordingly, actual results could differ from those estimates. 

 
F. BUDGETS 
 
 An annual operating budget on the modified accrual basis of accounting consistent with accounting 

principles generally accepted in the United States of America is formally adopted for the General Fund.  
The budget can be amended by approval from the Authority’s Board.  If necessary, budget amendments 
can be presented to the Board at the regular meetings.  The budget amounts shown in the financial 
statements are the final authorized amounts as revised during the year.  All annual appropriations lapse 
at the fiscal year end.  Total actual expenditures did not exceed budgeted appropriations for the year 
ending June 30, 2004. 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued 
 
G. RISK MANAGEMENT 
 
 The Authority is exposed to various risks of loss pertaining to property loss, torts, errors and omissions, 

and employee injuries (workers’ compensation), as well as medical benefits provided to employees.  
The Authority has purchased commercial insurance for these claims.  Settled claims related to the 
commercial insurance have not exceeded the amount of insurance coverage. 

 
H. ACCRUED COMPENSATED ABSENCES 
 

The Authority has recorded a liability for compensated absences of the fire department.  The policies 
regarding compensated absences are outlined in the Authority’s “Rules of Employment”. 

 
 
NOTE 2 - CAPITAL ASSETS 
 
Capital asset activity for the year ended June 30, 2004 was as follows: 
 
    Balances         Balances 
     7-01-03     Additions     Deletions      6-30-04  
 
 Equipment $ 415,240 $ 12,837 $  $ 428,077 
 Leasehold improvements    7,278    7,278 
 Vehicles  1,847,206  371,076  23,961  2,194,321 
 
   2,262,446  391,191  23,961  2,629,676 
 
 Accumulated depreciation  1,326,538  173,339  23,961  1,475,916 
 
 Governmental activities 
   capital asset, net $ 935,908 $ 217,852 $  $ 1,153,760 
 
 
Depreciation expense is being recorded solely for fire protection services.  The Authority utilizes the straight 
line method to depreciate capital assets over their estimated useful lives. 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
 
NOTE 3 - LEASE AGREEMENTS 
 
The Authority has lease agreements for buildings which house offices, equipment and vehicles.  The following 
is a schedule of lease terms and lessors: 
 
   LEASE TERMS - JULY 1, 2003 
LESSOR   THROUGH JUNE 30, 2004     
 
1.  City of Howell - Fire station and    
     sub-station (2 buidings)  Lease charge is $49,351 
 
2.  Marion Township - Fire Station  Lease charge is $14,829 
3.  Cohoctah Township - Fire Station  Lease charge is $11,000 
4.  Oceola Township - Fire Station  Lease charge is $16,826 
    
 
These leases are renewed annually.  The Authority does not expect a significant variance in annual 
commitment for the lease terms for the year ending June 30, 2005. 
 
 
NOTE 4 - DEFINED BENEFIT PENSION PLAN 
 
Plan Description - The Howell Area Fire Authority participates in the Michigan Municipal Employees 
Retirement System (MERS) which is an agent multiple-employer, state-wide, defined benefit public employee 
retirement plan created under Public Act 135 of 1945 and now operates under Public Act 220 of 1996.  MERS 
was established by the State of Michigan for purposes of providing retirement, survivor and disability benefits 
on a voluntary basis to the State’s local government employees.  Under Public Act 220, MERS became an 
independent public non-profit corporation independent from State government.  The effective date of 
independence was August 15, 1996, at which time MERS ceased to be a part of the State of Michigan, 
Department of Management and Budget.  The Authority has no fiduciary responsibility for the plan.  As of 
June 30, 2004, the Authority had 2 covered employees under this plan. 
 
The plan provides for vesting of benefits after ten years of service.  Participants may elect normal retirement 
at age 60, with 10 or more years of service.  The plan also provides for early retirement at age 55, with 15 or 
more years of service, and at age 50 with 25 or more years of service. 
 
Employees do not contribute to the plan. 
 
The Authority currently has no retirants or beneficiaries in the plan. 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
 
NOTE 4 - DEFINED BENEFIT PENSION PLAN - continued 
 
The following information, which is the most current available, was obtained from the Authority’s actuarial 
consultants, Gabriel, Roder, Smith & Company.  The amount disclosed as the “pension benefit obligation” is s 
standardized disclosure measure of the present value of pension benefits, adjusted for the effects of projected 
salary increases, estimated to be payable in the future as a result of employee service to date.  The measure 
is the actuarial present value of credited projected benefits and is intended to (a) help users assess the plan’s 
funding status on a going-concern basis, (b)assess progress being made in accumulating sufficient assets to 
pay benefits when due, and (c) allow for comparisons among public employee retirement plans.  The 
measure is independent of the actuarial funding method used to determine contributions to the plan. 
 
Significant actuarial assumptions used in determining the pension benefit obligation include (a) a rate of return 
on the investment of present and future assets of 8.0% per year compounded annually, (b) projected salary 
increases of 5% per year compounded annually, attributable to inflation, (c) additional projected salary 
increases ranging from 0.0% to 4.2% per year, depending on age, attributable to seniority/merit, and (d) the 
assumption that benefits will increase 2.5% per year (annually) after retirement.  
 
At December 31, 2002, the unfunded pension benefit obligation was $91,183, determined as follows: 
 
  Pension benefit obligation    $ 0 
    Retirees and beneficiaries currently receiving benefits    0 
    Terminated employees not yet receiving benefits 
    Current employees 
      Accumulated employee contribution, including 
        allocated investment income     11,922 
    Employer financed     206,296 
 
         Total actuarial accrued liability     218,218 
 
    Net assets available for benefits, at cost 
      (Market value is $100,945)     127,035 
 
    Unfunded actuarial accrued liability    $ 91,183 
 
No current information could be provided.  Current year expenditures for the employer portion totaled $11,753 
based upon a total covered payroll of $101,256. 
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HOWELL AREA FIRE AUTHORITY 
NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2004 
 
 
 
NOTE 5 - DEPOSITS WITH FINANCIAL INSTITUTIONS AND INVESTMENTS 
 
Michigan Compiled Laws, Section 129.91, authorizes the Authority to deposit and invest in the accounts of 
federally insured banks, credit unions, and savings and loan associations; bonds, securities and other direct 
obligations of the United States, or any agency or instrumentality of the United States; United States 
government or Federal agency obligation repurchase agreements; bankers; acceptance of United States 
banks; commercial paper rated by two standard rating agencies within the two highest classifications, which 
mature not more than 270 days after the date of purchase; obligations of the State of Michigan or its political 
subdivisions which are rated investment grade; and mutual funds composed of investment vehicles which are 
legal for direct investment by local units of government in Michigan.  Financial institutions eligible for deposit 
of public funds must maintain an office in Michigan.  The Authority deposits are in accordance with statutory 
authority.  The Authority maintains an imprest petty cash balance of $250. 
 
The Governmental Accounting Standards Board Statement No. 3 risk disclosures for the Authority’s deposits 
are as follows: 
        Carrying        Bank 
 Deposits        Amount       Balance  
 
Insured   $ 100,000 $ 100,000 
Uninsured and uncollateralized    450,970  545,867 
 
    $ 550,970 $ 645,867 
 
 
NOTE 6 - DESIGNATED FUND BALANCE 
 
As of June 30, 2004 $16,745 of the Authority’s fund balance (deficit) was designated for the following 
purposes: 
 

• Fire Safety House $ 5,545 
• K-9  911 
• See In The Dark Program (cameras)  (740) 
• Dive Team  11,029 

 
      Total $ 16,745 
 
The designated balance is a net result of outside donations and expenditures for the above purposes. 
 
 
NOTE 7 - IMPLEMENTATION OF GASB STATEMENT NO. 34 
 
The Authority has implemented the standards required by GASB Statement No. 34 for the year ended June 
30, 2004.  All required statements and disclosures have been included in the basic financial statements. 
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I N F O R M A T I O N



-26- 

HOWELL AREA FIRE AUTHORITY 
STATEMENT OF REVENUES, EXPENDITUREES AND CHANGES  

IN FUND BALANCE - BUDGET AND ACTUAL 
FOR THE YEAR ENDED JUNE 30, 2004 

 
 
 

     Variance with 
       Final Budget 
                   BUDGET         Over 
    Original         Final       Actual       (Under)  
     
REVENUES     
 Taxes  $   $ 1,459,434  $ 1,462,828  $ 3,394 
 Contributions   951,038   475,520   475,520  
 Interest    6,000   5,539   (461) 
 Grant      154,755   154,755  
 Charges for services   298,063   298,063   298,063  
 Miscellaneous      14,205   7,667   (6,538) 
     
  Total revenues   1,249,101   2,407,977   2,404,372   (3,605) 
     
EXPENDITURES   1,249,101   2,017,101   1,975,303   41,798 
     
  Excess of revenues 
    over expenditures 

  
  390,876 

 
  429,069 

 
  38,193 

     
FUND BALANCE, 
  JULY 1, 2003 

 
  127,031 

  
  127,031 

 
  127,031 

 
   

       
FUND BALANCE, 
  JUNE 30, 2004 

 
 $ 127,031 

 
 $ 517,907 

 
 $ 556,100 

 
 $ 38,193 

     
 



 

S U P P L E M E N T A R Y 
 

I N F O R M A T I O N
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HOWELL AREA FIRE AUTHORITY 
GENERAL FUND 

STATEMENT OF REVENUES - BUDGET AND ACTUAL 
FOR THE YEAR ENDED JUNE 30, 2004 

 
 

       Variance 
    Amended      Favorable  
      Budget        Actual    (Unfavorable) 
    
REVENUES    
 Taxes - City of Howell  $ 317,273  $ 316,766  $ (507) 
 Taxes - Howell Township   284,041   281,567   (2,474) 
 Taxes - Marion Township   297,051   300,236   3,185 
 Taxes - Oceola Township   330,214   334,017   3,803 
 Taxes - Cohoctah Township   86,231   97,659   11,428 
 Taxes - Reserved for capital replacement   144,624   132,583   (12,041) 
 Grant - FEMA   154,755   154,755  
 Howell Township contributions   90,050   90,050  
 Marion Township contributions   74,747   74,747  
 Brighton Area Fire Authority - contract   274,416   274,416  
 Oceola Township contributions   79,728   79,728  
 Cohoctah Township contributions   21,709   21,709  
 Deerfield Township - contract   23,647   23,647  
 City of Howell contributions   209,286   209,286  
 Interest income   6,000   5,539   (461) 
 Miscellaneous revenue   7,500   992   (6,508) 
 Donations   6,705   6,675   (30) 
    
  Total revenues   $ 2,407,977  $ 2,404,372  $ (3,605) 
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HOWELL AREA FIRE AUTHORITY 
GENERAL FUND 

STATEMENT OF EXPENDITURES - BUDGET AND ACTUAL 
FOR THE YEAR ENDED JUNE 30, 2004 

 
 
 
       Variance 
    Amended      Favorable 
     Budget       Actual   (Unfavorable) 
    
CITY OF HOWELL - STATION #2    
 Salaries and wages - fire personnel  $  $ 770,215  $ 
 Salaries and wages - board    6,150  
 Payroll taxes    59,315  
 Health insurance    35,655  
 Disability and life insurance    8,239  
 Worker compensation insurance    28,765  
 Pension    11,753  
 Office supplies    2,687  
 Food and beverages    1,418  
 Postage    1,611  
 Operating supplies    37,026  
 Education and training supplies      591  
 Uniform allowance    15,913  
 Protective clothing    44,356  
 Fuel    12,146  
 Contracted service - custodian    4,551  
 Contracted services - radios    3,685  
 Contracted services - mowing    1,440  
 Contracted services - accounting/payroll    29,854  
 Contracted services - Fowlerville Fire    15,252  
 Audit fees    7,275  
 Computer services    3,130  
 Legal fees    3,940  
 Physicals    2,405  
 Dues    1,531  
 Telephone and communications    15,850  
 Conferences    2,373  
 Mileage    4,705  
 Community promotion    6,092  
 Printing and publications    3,942  
 Insurance    31,748  
 Utilities    15,614  
 Repairs and maintenance    61,551  
 Lease - building    37,772  
 Training    12,427  
 Small equipment    170,486  
 Hazardous materials    8,243  
 Capital outlay - building improvements    7,278  
 Capital outlay - equipment    12,837  
 Capital outlay - truck    371,076  
 Miscellaneous      2,302    
    
  Total City of Howell - Station #2   1,900,324   1,873,199   27,125 
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HOWELL AREA FIRE AUTHORITY 
GENERAL FUND 

STATEMENT OF EXPENDITURES - BUDGET AND ACTUAL (continued) 
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       Variance 
    Amended      Favorable 
       Budget       Actual   (Unfavorable) 
    
CITY OF HOWELL - MARION STREET 
STATION #21 

   

 Supplies    1,716  
 Utilities    2,891  
 Repairs and maintenance    1,439  
 Lease - building      11,579    
    
  Total City of Howell - Marion Street 
    Station #21 

 
  27,334 

 
  17,625 

 
  9,709 

    
OCEOLA - STATION #22    
 Supplies    442  
 Repairs and maintenance    4,523  
 Utilities    10,903  
 Lease - building      16,826    
    
  Total Oceola - Station #22   36,626   32,694   3,932 
    
MARION - STATION #23    
 Supplies    400  
 Utilities    2,792  
 Repairs and maintenance    4,335  
 Lease - building      14,829    
    
  Total Marion - Station #23   20,729   22,356   (1,627) 
    
COHOCTAH - STATION #24    
 Supplies    2,762  
 Grounds and building maintenance    3,345  
 Utilities    3,734  
 Lease - building      11,000    
    
  Total Cohoctah - Station #24   23,250   20,841   2,409 
    
GENOA TOWNSHIP STATION    
 Lease - building   8,838   8,588   250 
    
  Total expenditures  $ 2,017,101  $ 1,975,303  $ 41,798 
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September 15, 2004 
 
 
 
Board of Trustees 
Howell Area Fire Authority 
1211 W. Grand River 
Howell, Michigan  48843 
 
 
Honorable Board of Trustees: 
 
In planning and performing our audit of the general purpose financial statements of the Howell Area Fire Authority for the 
year ended June 30, 2004, we considered the Authority’s internal control in order to determine our auditing procedures 
for the purpose of expressing an opinion on the general purpose financial statements and not to provide assurance on 
the internal control. 
 
However, during our audit we became aware of several matters that are opportunities for strengthening internal controls 
and operating efficiency.  Those matters are as follows: 
 

 
1. COMMENT 

 
The Authority had a deficit balance of $740 in its designated program “See in the Dark” as of June 30, 2004. 
 
RECOMMENDATION 
 
The Authority Board should approve $740 of its undesignated fund balance to offset the deficit if no donations 
toward the “See in the Dark” program are expected to be received. 
 
 

2. COMMENT 
 

The fire millage levied currently consists of two parts which are 1.0 mills for operations and .1 mills for capital 
purchases.  The Authority includes in one budget and one fund both parts of the millage.  In future years it may 
not always be clearly understood the carryover of net equity (cash) reserved for capital purchases because 
everything is combined in one fund. 
 
RECOMMENDATION
 
We highly recommend the Authority open a second savings account and adopt a separate budget for capital 
purchases.  The portion of the millage reserved for capital purchases (.1 mills) should be deposited into the 
separate savings account as well as accounted for in the separate fund. Likewise, all approved capital 
expenditures which the Authority Board designates to be spent from the proceeds of the .1 mills should be paid 
out of the separately adopted fund. 
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This letter does not affect our report dated September 15, 2004 on the financial statements of the Howell Area Fire 
Authority. 
 
We will review the status of these comments during our next audit engagement.  We have already discussed these 
comments and recommendations with various Authority personnel, and we will be pleased to discuss it in further detail at 
your convenience, to perform any additional study of these matters, or to assist you in implementing the 
recommendations. 

 
This report is intended solely for the information and use of the Board of Trustees, and management of the Howell Area 
Fire Authority and is not intended to be and should not be used by anyone other than the specified parties. 
 
 
 
 
PFEFFER, HANNIFORD & PALKA 
Certified Public Accountants 
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